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KEY ECONOMIC INDICATORS - COLOMBIA - 1971 
Item 7 hange 


1969 1970 1971 1970/71 1969/70 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at constant 1968 prices 5,204 5,608 §,952(e) 5.2 6.5 
Per Capita GNP constant 1968 prices(Dollars) 296 307 313(e) 2.0 3.7 
Plant and Equipment Investment 1,311 1,388 Nea. Nea. 5.8 
INDUSTRIAL PRODUCTION 
(A) Coffee (000's of 60 kilo bags) 7,900 8,200 7,900 -3.6 3.8 
(B) Petroleum (Crude) (Barrels) (000's) 77,275 80,050 78,635 -1.8 3.6 
(C) Cement (Metric Tons) (000's) 2,393 2,756 2,828 2.6 13.2 
(D) Steel (Crude) (Metric Tons)(000's) 206 238 247 3.8 15.5 
INDUSTRIAL INDICES: 
Avg. Labor Productivity (1969=100) 100.0 103.1 104.7 1.6 3.1 
Avg. Industrial Wage (1962=100) 117.9 119.4 120.8(p) 1.2 1.2 
Employment (000) 5,573 5,638 5,673(p) 0.6 1.2 
Avg. Unemployment Rate (percent) 10-14 10-14 10-14 - - 
MONEY AND PRICES 
Money Supply (end of period) 1,146 1,343 1,493 11,2 17.1 
Public Debt Outstanding (end of period) 2,180 2,394 2,692 12.4 9.8 
Ext. Debt (Pub. & Pub. Guarantee Priv.) 1,629 1,758 2,073 17.2 8.5 
Interest Rate, Central Bank 8 8 8 - - 
Interest Rate, Commercial Bank Prime 14 14 14 - - 
PRICE INDICES (END OF YEAR): 
(A) Worker Consumer (End Year 1968=100) 108.5 115.5 132.5 14.7 6.3 
(B) Wholesale (excl. food)(End Yr.1958=10) 111.1 119.3 131.5 9.3 Tat 
BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Ex change Reserve 257.2 257.4 255.3 3.0 - 
(incl. bilateral balances & IMF gold 
tranche) 
Balance of Payments +61 +55.0 +18.4 - - 
Balance of Trade -78.5 -112.3 -113.3 - - 
(A) Total Exports, FOB 607.5 732,7 347.3(June) 7.3 20.4 
(B) Exports to U.S. 233.1 268.7 130.3..." -8.8 15.2 
(C) Total Imports, CIF 686.0 844.0 460.5 " 36.0 23.0 
(D) Imports from U.S. 312.3 402.4 193.3 * 15.4 28.7 
(E) Imports-Other Main Sources 
1. West Germany 63.6 71.5 “4.6” /66.9 12.4 
2. United Kingdom 30.5 33.9 20.6 “ 83.9 10.7 
3. Spain 45.9 44,2 3.9.” 5.5 -3.7 
4. Netherlands 11,3 12.9 Ban. -?. “3066 14.1 


Exports to U.S. (Jan.-June 1971): - Coffee - 1,472,100 bags of 60 kilos $88.9; Petroleum 
Crude 6,266,100 bbl. $12.7; Sugar 19,976,400 kilo $3.6. Imports from U.S. (Jan. -June 1971): 
Machinery and transportation $83.0; Chemical products $96.2; Food and live animals $8.0; 


Others $12.1. Sources: Bank of the Republic, National Statistical Office and Andes 
University (CEDE). 

e) Estimated Figures. 

P) Preliminary Figures. 





SUMMARY 


Colombian economic performance in the last half of 1971 recovered 
sharply from the trouble- plagued first half. Growth for the year is 
estimated at 5.0-5.5 percent, down somewhat from the growth rates of 
1968-70. Foreign exchange reserves recovered from earlier losses to 
register modest gains for the year in gross and net reserves. Money 
supply was relaxed in the last months of the year, and the increase 
over the twelve months was 11.2 percent. Despite a revenue increase 
of 10 percent, the Government increased its borrowing from the Bank of 
the Republic in order to meet its higher expenditure levels. Perhaps 
the most significant aspect of 1971 economic performance was the second 
half rebound from the difficulties of the first six months. Price 
rises in 1971 were substantially higher than at any time in recent years, 
and the inflationary pressures have continued into 1972. The difficult 
task facing Colombian policy-makers in 1972 is how to return to higher 
growth levels and at the same time dampen inflation and maintain balance 
of payments strength. Concern over inflation may make a full return to 
the 1968-70 growth rates difficult, although same improvement over 1971 
is expected. The new Colombian Development Plan has as its basic ob- 
jective the achievement of more equitable income distribution and fuller 
employment rather than GNP growth per se. 


The U. S. share of the Colombian import market declined somewhat in 
1971, but the realignment of the parities of the major world currencies 
should result in some improvement in U. S. performance in this respect 
beginning in 1972. Foreign investment in Colombia is faced with a period 
of uncertainty as a series of legal decisions has led to some ambiguity 
concerning several aspects of Colombia's relationship to Andean inte- 
gration, particularly the Andean Foreign Investment Code. The Government 
is fully committed to Andean integration and determined that Colombia 
will meet all of its commitments in full; to this end the Goverrment 
plans to request Congressional ratification of the Treaty of Cartagena 
and full authority to implement treaty commitments. Until such authority 
is granted, foreign investors understandably may feel uncertain over 
investment "rules of the game". 








THE CURRENT SITUATION AND ECONOMIC TRENDS 


The Current Situation - Colombian economic performance in the last 
half of 1971 rebounded substantially from the trouble-plagued first 
semester, but overall economic growth for the year fell somewhat short 
of the rates obtained 1968-70. The still highly preliminary indications 
are that 1971 real GNP growth (constant prices) was in the neighborhood 
of 5.0-5.5 percent, compared to annual growth rates of 6 percent and 
above during the three preceeding years. Nevertheless, perhaps the most 
significant aspect of 1971 economic performance was not the fact that 
growth for the year was down, but rather the impressive second half 
recovery from the difficulties characterizing the first six months. 
Agricultural production, afflicted during late 1970 and early 1971 by 
the worst rains and flooding of recent memory, fell during the first half 
of 1971 to below 1970 levels. However, by the end of the year agricultural 
production had rebounded to a net full year production gain of between 
2.5-3.5 percent over 1970; this, despite a 3.6 percent decline in coffee 
production. An agricultural productivity gain of the indicated magnitude 
was probably insufficient to keep pace with population growth, and further 
improvement is recognized by all as being necessary. However, given the 
highly adverse conditions prevailing during early 1971, the second half 
agricultural recovery was encouraging. The transport industry was also 
adversely affected by heavy rains during the first half, both directly 
because of transportation tieups resulting from heavy road amd railroad 
bed washouts as well as indirectly owing to the reduced volume of agri- 
cultural commodities to transport. While there are no data available 
concerning trucking volume, rail freight transported the first semester 
of 1971 was down 9.1 percent compared to the same period in 1970, at 
least in part because of the factors mentioned above (rail freight 
traffic has been declining gradually in any case over the past few years). 
While no transportation data are available for the second semester of 
1971, it is believed that this industry also recovered sisnificantly. 
Industrial performance throughout 1971 was mixed but on the whole not 
bad. Petroleum production declined slightly from the 1970 peak and 
cement and steel production improved only moderately (see key indicators). 
Textile production appears to have increased significantly. Industrial 
consumption of electricity increased 12 percent during the first half of 
1971 canpared to 1970, and over the same period construction completed 
increased almost 14 percent. Retail sales in most commodities showed 
substantial gains during the first half of 1971, even after taking into 
account sharp price increases. 


Foreign exchange reserves also recovered sharply in late 1971. 
At the end of August gross reserves were $213 million, down $44 million 
from the end of 1970, and net reserves were $134 million, down $18 
million for the period. However, by the end of 1971 gross reserves 
recovered to $265 million, up $8 million over the end of 1970, and net 
reserves improved to $170 million, up $18 million over the year. Various 


factors contributed in varying proportions to the foreign exchange 
turn-around: the Government's downward revision of import registrations 
and conservative domestic monetary policies combined to slow the rate 
of increase of import payments; coffee prices and shipments improved 
in the fourth quarter; minor export receipts increased 26 percent with 
much of the increase coming late in the year (aided by increased pre- 
export financing in December); and commercial bank borrowing abroad 
increased significantly in the second semester. 


Monetary policy was eased late in the year: whereas through 
August the money supply had been allowed to increase only 4.3 percent 
compared to the end of 1970, the inflow of foreign exchange amd selected 
monetary measures in the fourth quarter contributed to more rapid ex- 
pansion late in the year, with the total money supply increasing 11.2 
percent on the year. This compared to a 17.2 percent money supply 
increase during 1970. A very difficult problem which contimed un- 
abated during the second half of 1971 (and into 1972) is the rapid 
increase in prices. The workers' consumer price or cost-of-living 
index rose 14.7 percent in 1971, more than double the 1970 increase, 
while the white collar worker consumer index rose 12.6 percent. The 
general wholesale price index rose 11.5 percent and the wholesale index 
excluding food rose 9.8 percent. Turning to central government fiscal 
performance, comparing 1971 to 1970, in real terms reveme was up a 
creditable 10 percent, operating expenditures increased 11.5 percent, 
while investment was up 5.1 percent. To reach the increased expendi- 
ture levels, the Government found it necessary to increase its borrow- 
ing from the Bank of the Republic, particularly in the last quarter. 


Unemployment levels in Colombia are a matter for conjecture, as 
estimates and sources vary widely. Based on various sources it appears 
that open urban unemployment is probably in the 10-14 percent range, 
with an additional 10 percent or so of the work force considered as 
hidden unemployed or under-employed. As noted below, Government 
concern over unemployment and job creation is a principal factor in 
the new national Development Plan. Finally, indices of business con- 
ditions presented a rather mixed picture in 1971. It was a bad year 
for the Bogota stock market, as the Exchange index fell 19 percent and 
the volume traded was off 22 percent. On the other hand, most important 
corporations, in their annual reports published in early 1972, reported 
excellent 1971 earnings. 








The Trend - Same Improvement Over 1971 Likely - Colombia will seek 
in 1972 a return to the higher growth levels of 1968-70 while lowering the 
1971 rate of inflation and maintaining balance of payments strength. 
Foreign exchange operations in 1972 should permit a satisfactory increase 
in imports required for adequate economic growth and still allow moderate 
improvement in foreign reserves. As always, coffee prices will be a key 
determinant of export earnings (first quarter of 1972 looks promising 
in this respect), but continued good growth of minor exports is expected 
and is essential to improved export performance. Colombia will continue 
to stimulate minor exports with its array of export development policies, 
including its moving exchange rate (which reached 20.86 pesos per U. S. 
dollar at the end of 1971). Even if, as seems likely, imports increase 
somewhat faster than exports in 1972, increased official capital disburse- 
ments should more than offset a somewhat increased deficit on current 
account. In the recent Consultative Group on Colambia meetings in Paris, 
the various lending countries and international institutions announced 
that they are prepared to seriously consider making available over U.S. 

$400 million in new official assistance to Colombia. This strong ex- 
pression of international financial support for Colambian development 
should, among other important effects, contribute to a healthy 1972 

balance of payments outcome. Domestic inflation poses a difficult challenge 
to Colombian policy makers in 1972. The Government will attempt to steer 
a prudent course between a too-tight monetary policy, which might dampen 
growth prospects, and expansionary fiscal and monetary policies which 
could exacerbate current inflationary pressures with the economic and 
social problems which that would imply. On the fiscal side, the Government 
will seek a significant revenue increase in order to meet targeted expend- 
iture levels. On balance, while a full return in 1972 to the 1968-70 
growth rates appears difficult, significant improvement over 1971 is 
expected. 


Social factors within the development process have received heightened 
concern in the new national Development Plan. The new Plan proposes a 
strategy in which employment creation becomes the principal development 
objective rather than GNP growth per se. The basic assumption of the new 
Plan is that fuller employment of the unemployed and underemployed will, 
by increasing substantially their income, lead to greater effective demand 
and hence greater production. Urban development, mainly labor-intensive 
construction, is seen as the main vehicle for increasing employnent and 
raising effective demand. Naturally, at this stage much remains to be 
done before this interesting new approach can be implemented and put to 
the test. But it does serve to underscore goverrment concern about 
basic social problems in Colambia (such as urban immigration and un- 
employment) and its continuing search for solutions to the problems. 


IMPLICATIONS FOR THE UNITED STATES 


Trade - U. S. exports to Colombia increased substantially during 
the first semester of 1971 compared to the same period in 1970, from $173 
million to $199 million. However, the U. S. share of Colombia's imports 
declined significantly compared to prior years; whereas the U. S. share 
averaged 48.3 percent in the first semester of the years 1965-70 (and 
47.4 percent for the full calendar years), the U. S. share in the first 
semester of 1971 declined to 43.3 percent. Several factors may have con- 
tributed to the decline in the U. S. share of market: inflation in the 
U. S. giving rise to higher export prices, increased imports of non-U.S. 
auto assembly parts in connection with the new Renault plant, and inter- 
ruption of shipments caused by the U. S. dock strike. Another important 
reason seems to have been the temporary suspension by the Colombian lic- 
ensing authorities of imports financed by AID program and sector loans 
while the commodity import program was shifted from one linked only to U. S. 
exports. Authorities have resumed this licensing once again but later 
share of market data are not yet available. In any case, the U. S. share 
of the Colanbian import market is expected to improve gradually in 1972 
as the effects of the recent realignment of major currencies begin to be 
felt. It is not probable that an important shift to the U. S. for sup- 
plies will occur in the short run, as ties to traditional suppliers and 
need for consistency in plant equipment will preclude rapid adjustments. 
However, the shifts to U. S. suppliers over the long-run is expected to be 
very important. Sharp price rises in same categories of European and 
Japanese supplies have already been noted in Colombia; nevertheless, to 
exploit and maintain their new competitiveness U. S. suppliers must- avoid 
the temptation to take greater profit margins and thereby undermine their 
advantages. 


Private Investment - As the result of a series of camplicated legal 
decisions, Colombia's status in the Andean Common Market has in several 
respects become rather confused. In July 1971 the Supreme Court declared 
itself without jurisdiction to rule on the constitutionality of the Treaty 
of Cartagena (Andean Pact) in effect leaving Colambia's adherence to the 
Treaty unchallenged. However, in December the Supreme Court ruled that 
the GOC had proceeded unconstitutionally when it implemented the Andean 
Foreign Investment Code (AFIC) by executive decree. Thus, legally the 
Code is no longer in effect in Colambia. The Government has, nevertheless, 
continued to support strongly the spirit of AFIC and is implementing rele- 
vant parts of the Code which are sanctioned by already existing domestic 
legislation. The Government has announced that in order to obtain full 
authority to meet all of its Andean integration commitments, including 
AFIC, it will request Congressional ratification of the Treaty of Cartagena 
together with broad implementation authority. Through all of ths, foreign 
investors have understandably been concerned over the uncertainties sur- 
rounding investment "rules of the game". The uncertainty has been com- 
pounded by calls, both in Colombia and in other Andean countries, for 








revisions of AFIC. The Colanbian Government is fully cognizant of the 
need to resolve uncertainty through clarification of the status of AFIC 
as soon as possible. However, the Congressional authority which the 
goverrment seeks cannot be initiated until the Congress reconvenes in 
July. Thus, despite the Government's firm commitment to AFIC and efforts 
to end the uncertainties surrounding foreign investment, the situation 
may remain cloudy for the next several months. 
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